/. Introduction
primary jobs at the time of the interviews. Table 1 investigates the relationship between wage arrears and the incidence of poverty.
6
Three conclusions follow from the analysis. Poverty, measured in terms of the percentage of people who were in families with incomes below regional poverty thresholds, had increased in Russia during the transition irrespective of whether people were owed wages. 7 When we compare the two rows in panel (A), we see that (i) the percentage in poverty was higher in all years for people who were owed wages and (ii) the incidence of poverty had increased more rapidly between 1994 and 1996 for people who were owed wages.
The multivariate analysis reported in panel (B) shows that this impact of wage arrears on poverty, captured by the indicator variable Pjowed* remains highly significant even after we control for demographic and job market attributes of the respondents. Again, the effect of wage arrears on the likelihood of a family being in poverty increased between 1994 and 1996 as reflected by the significant and positive interaction effects; wage nonpayment increased the likelihood of a respondent being in poverty by 8.9 percent in 1994 (once again, relative to people who did not have some portion of their wages withheld), by 12.3 percent in 1995, and by 13.6 percent in 1996. 9 We extend our analysis of the impact of payment arrears on poverty by investigating the impact of pension arrears in Table 2 . Nonpayment of pensions, or pension arrears, has progressed 6 Our indicator variable which defines the regional poverty thresholds is Pov_index, a dummy=l if family income (adjusted for the structure of the family, i.e. number and age of children, number and gender of adults, number of elderly) falls below the poverty threshold, and 0 if family income does not fall below the poverty threshold. The threshold is calculated on the basis of a subsistence minimum consumption bundle, using subsistence food amounts for approximately 55 food items for five demographic groups (young children, older children, adult males, adult females and the elderly), and regional average prices for each item (that are calculated for ten regions).
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See Popkin and Mroz (1995), Mikhalev (1996) , Milanovic (1996) , Gregory (1997) and Klugman (1997) for discussions of trends in Russian poverty and issues relating to its measurement. 8 The variable Pjowed is based on the survey question, "At the present time, does your place of work owe you any money, which for various reasons was not paid on time?" The response is coded as 1 if the respondent said "yes" and as 0 if the respondent said "no". The value of this variable increased from approximately 26 percent in 1994 to approximately 40 percent in 1996. 9 These values are based on transformations of the reported coefficients of the interaction terms in specification (2) into slopes evaluated at the means of the explanatory variables. during the transition hand-in-hand with wage arrears. 10 Respondents were first asked if they currently received a pension, and, if they responded affirmatively, they were next asked if they "receive(d) a pension in the last 30 days". We use this latter question to quantify the incidence of pension arrears.
Although pensions were occasionally received by people who were still working, we focus our analysis on pension recipients who indicated that they had retired.
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Considering first the incidence of pension arrears, we see in column ( On July 1, 1997, as promised, the Yeltsin government repaid all outstanding pension debts. Although this element of the nonpayment crisis was temporarily resolved, the lack of structural reforms and improvement in tax collection for the Pension Fund has caused renewed accumulation of pension arrears.
u Data from the RLMS indicate that 12.1 percent of respondents who indicated that they were employed at the time of the survey, also received a pension; similarly, 10.2 percent of the people who indicated that they were not retired responded that they were receiving a pension. These results are averaged over the 1994-96 period.
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The coefficients of the control variables (not presented in the Table) reveal that (i) there was no difference in arrears incidence for women, (ii) arrears decreased with age, (iii) arrears were lower for the most educated, and (iv) all regions had lower pension arrears than in Moscow and St. Petersburg, with substantial variation in arrears across regions as evidenced by the large variation in the regional coefficients. (The full results are available on request.) 1995 and again to 1.756 in 1996. Although we do not have evidence on the magnitude of pension arrears, this effect implies that the ruble value of outstanding pension arrears increased over time.
///. Family and Individual Responses to Wage Arrears
How do families get by when they are not paid? Presenting below a number of survival mechanisms at play in Russia in response to wage arrears, we examine their impact in moderating the incidence of poverty among households.
Secondary Job Holding and Informal Paid Work
People tended to respond to wage nonpayment by taking secondary jobs and engaging in informal, supplemental work for pay. 13 Traditional models of moonlighting behavior argue that workers take second jobs when they are underemployed on their main job, which is defined as workers desiring more work hours than their main employer makes available to them, i.e. the wage rate on their main job is greater than their marginal rate of substitution between earnings (consumption) and leisure at current hours of work (see Shisko and Rostker, 1976 14 Depending on management behavior, it might be more accurate to model the labor supply effects of wage arrears as a cut in wage rates (in the case where management tends to withhold pay based on a percentage of earnings) or a limitation on available paid hours (in the case where management tends to cease payments after a certain threshold level of earnings is reached).
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Wage arrears may also produce labor supply effects in primary employment, i.e. increase quits from enterprises and sectors that fail to fully pay their wage obligations. The Soviet-era linkage of social services and housing to the employing enterprise limits these mobility responses.
indicates whether or not a person holds a second job for pay in formal secondary employment. The variable Adpdjb is based on the survey question, "Tell me, please, do you have some other kind of work?" The response is coded as 1 if the answer is "yes" and as 0 if the answer is "no."
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The variable Engiea is based on the survey question, "Tell me, please, in the last 30 days did you engage in some additional kind of work for which you got paid? Maybe you sewed someone a dress, gave someone a ride in a car, assisted someone with apartment or car repairs, purchased and delivered food, looked after a sick person, or did something else that you were paid for?" The response is coded as 1 if the answer is "yes" and as 0 if the answer is "no".
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These sample restrictions may bias our estimates of supplemental work activity and the effects of arrears on supplemental labor supply decisions because people on leave will tend to have different incentives for engaging in supplemental work from those currently receiving wages. The direction of the bias is also not obvious because those on voluntary leave, including maternity leave, might have relatively high reservation wages during their leave and might be less likely to find alternative work while those on involuntary leave might be in greater need of supplemental income.
and Idson, 1998), they also acted to stimulate employment (measured by total hours worked) and output through these induced labor supply effects. 19 We also find, in results not reported here, that women were less likely than men to engage in supplemental work activities perhaps due to family obligations. When we split the sample by gender, we again find that wage arrears had a significant and positive effect on supplemental labor supply for men, but an insignificant (though positive) effect for women possibly reflecting family constraints and/or gender differences in secondary job market opportunities. (These results are available on request.) 20 Cox, et al. (1997) found that intra-family transfers were pervasive in Russia during the years 1992 and 1993 and served to reduce poverty.
Intra-Family Transfers

21
The survey question is: "Has your family received money, food, clothes, or other goods in the last 30 days and, if so, how would you assess this aid in rubles?" Sources of aid from either spouse's parents, children, grandparents, grandchildren, and/or other relatives are counted as intra-family transfers.
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Our measure is based on the survey question: "Has your family or one of its members given or sent money or goods -food, clothes, other items -without obligation to people who are not members of your household -children, parents, other relatives, friends, or simply strangers -in the last 30 days?" Transfers to either spouse's parents, children, grandparents, or grandchildren are included in the measure. Table 4 Table 5a , reveal that home production of harvested food for self consumption was greater among people who were owed wages (rows 1). We also notice (rows 2) that people who were owed wages were more likely to produce agricultural products for sale, 25 and the average value of these goods, conditional on any production being undertaken (rows 3), was higher for individuals who were owed wages. It is possible, though, that these univariate patterns might simply reflect 23 We also found that these relationships between arrears and transfers were constant during 1994-96, with the exception that in 1996 the ruble value of transfers to family members, conditional on a transfer taking place, was significantly lower among donors who suffered from wage arrears than was the case in 1994 (the results are available on request).
The simple averages listed in panel (A) of
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These goods include any of 25 different foods that may have been grown/harvested on land that the family either owns or leases (a detailed list of food items is available on request).
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These goods include items referred to in footnote 23, plus sales of livestock, poultry, bees/honey, wool/down, milk, eggs, hides, mushrooms, nuts, berries and fish. 
Household Savings and Dissavings
Families may also maintain consumption patterns by varying their rate of savings and by engaging in various forms of dissaving including borrowing (loans), selling family consumer durables and other assets, and drawing down accumulated savings. We analyze family dissaving in Table 5b followed by changes in savings rates in Table 5c . Table 5b 
Wage Arrears and Poverty: The Effect of Intra-Family Transfers and Home-Production
We have seen above that wage arrears were positively associated with the incidence of poverty, that they increased transfers from relatives, and raised home production. Do these higher levels of intra-family transfers and home-production mitigate the effect of wage arrears on the receive transfers from relatives and engage in home production, we expect that the inclusion of the value of these supplemental forms of income will more likely move people out of poverty when they are experiencing wage arrears than when they are being fully paid.
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The results from this analysis are reported in Table 6 Given that wage arrears increase the likelihood of poverty, transfers might reduce the likelihood of wage arrears sufferers falling below poverty thresholds, while at the same time insufficient to move them above the given thresholds. An investigation of the effects of arrears per se, and of the alleviating effects of intra-family transfers, on the position of people in the income distribution of those in poverty remains for future work. 29 We should emphasize that our results in Tables 4, 5a , 5b, and 5c document a positive relationship between arrears and both intra-family transfers and home production, while the patterns reported in Table 6 show that these family responses to wage arrears significantly influenced the likelihood of their experiencing poverty. with those in the second and third columns, we find that wage arrears had a weaker effect on the likelihood of families being in poverty when intra-family transfers (column 2), or home production (column 3), are included as part of family income. 
Wage Arrears and Barter
IV. Conclusions
36
In regression (2), we restrict the analysis to respondents who were currently owed wages. Therefore, the estimate of the variable \n(Amtowed) reflects the effect of the change in the value of outstanding debt to a worker per se rather than a combination of this effect and the likelihood of having his wage withheld, i.e. of observing a positive value for the variable Amtowed. Furthermore, the response of intra-family transfers to wage arrears reduced the positive impact of wage nonpayment on the likelihood that a family would fall into poverty. Fourth, wage arrears were positively associated with home production of food items, acted to reduce savings rates, and caused families to sell their assets and to take out loans. As is the case with intra-family transfers, the sale of family assets in response to wage nonpayment acted to partially mitigate the positive effect of wage arrears on the incidence of poverty. Finally, while workers denied wages were more likely to be paid in barter, the magnitude of barter payments had only a small mitigating effect on the upward trend in wage arrears.
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In September 1998, Russia's new Prime Minister Yevgeny Primakov proposed clearing outstanding wage debts to budget sector workers through increased monetary emissions and alcohol taxes by reviving the state monopoly in the production and wholesale trade of vodka. While monetary expansion will enable the government to pay state workers, it will result in inflation and slash the purchasing power of cash payments without resolving the nonpayments crisis: wage debts will accumulate again in the absence of restructuring and workforce downsizing. Alcohol taxes, estimated to generate revenues to clear half the outstanding state sector debt, may create a continuing source of government revenue for paying budget sector workers; during Soviet days, revenues from the state vodka monopoly yielded as much as 35 percent of state revenues that were reduced to a paltry 2-4 percent after Boris Yeltsin liquidated the state monopoly in May 1992 (New York Times, September 26, 1998. "Russia Moves to Assert More Control Over the Vodka Industry"). Notes: 1. In panels (A) and (B), each cell reports the mean value (multiplied by 100) for the relevant dummy variable separately for respondents who were and who were not owed wages. We restrict the analysis to respondents who reported positive wages. Superscript a denotes significant differences (at 10 percent or better), for each year, between respondents who were and who were not owed wages. 
